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KEY ECONOMIC INDICATORS 


All valued in million US $ Exchange rate as of 9/74 
unless otherwise indicated US $1.00 = 5.00 gourdes 


Fyl/ Fyl/ Fyl/ % change 
1970/71 1971/72 1972/73 FY72/FY73 


GDP (current prices) 497.8 +26. 3% 
GDP (constant 1955 prices)2/ 392.6 + 4.0% 
Real GDP per capita2/ 88.2 + 2.7% 
Money Supply 64.2 +27. 3% 
Government Revenue 55.8 + 8.8% 
Government Expenditure $5.3 +12. 3% 
Government Deficit (surplus) (0.5) - 


Cost of Living Index - PauP 
(annual average 1948 = 100) 149.7 


Net International Reserves 

in SDR's as of 9/30: 
National Bank - 1.8% 
Banking System ‘ 16.0 14.9% 


Merchandise Exports (FOB)3/ 49.6 +21.0% 
Merchandise Imports (CIF)~3/ 63.1 + 8.2% 
Tourist Arrivals (thousands) 3/ 210.1 +51. 3% 
Travel Receipts ai 16.7 +27.5% 


Cement (100 tons) 221.9 +29.9% 
Cotton Textiles (million yards) 3.4 +13, 3% 
Flour 55.8 +25 .4% 
Shoes (1000 pair) 266.3 + 9.3% 
Soft Drinks (million bottles) 40.6 +35.2% 
Electricity (million KwW/h) 116.0 + 3.5% 


Major Exports: Coffee, light industrial products, bauxite, essential oils, 
sugar, meat, molasses. 67.8% to U.S. in FY 1971; 72.1% in FY 1972. 


Major Imports: Machinery, motor vehicles, components for assembly industries, 
vegetable oils, POL. 51.55% from U.S. in FY 1971; 55.86 in FY 1972. 


FOOTNOTES: 1/ = Haitian fiscal years from October 1 through September 30. 


2/ = At 1955 prices (not adjusted for terms of trade, and therefore 
vary slightly from statistics provided last year). 


3/ = Statistics for FY 1971 and FY 1972 changed from previous 
submission so that figures for 1973 will be comparable. 


IMF, Department of Finance, Dept. of Commerce & Industry, National 
Bank of the Republic of Haiti, National Tourist Office. 





SUMMARY 


The economic recovery which began in Haiti in 1970 continued 
through 1973 and well into 1974, However, as a result of a 
two percent reduction in apricultural production, the rete of 
economic growth slowed somewhat, reaching only four percent 
(in constant prices) compared to 7.2 percent in 1972. Growth 
in tourism and light manufacturing continued to fuel the 
construction boom, with these three high-growth sectors 
providing a boost for the entire economy. The year also saw 
an end to the country's relative price stability, as lower 
domestic agricultural productim and then higher world prices 
began to push up the cost of living. The high cost of 
petroleum and other essential imports and continued stagnation 
in the agricultural sector presaged balance of payments 
difficulties for 1974 and 1975, although overall growth is 
expected to continue. Work is expected to begin in late 

1974 or early 1975 on infrastructure projects financed by 
international lending agencies. Outside of this area, however, 
prospects for additional sales of goods and services by U.S. 
firms are limited. Light manufacturing and processing of 
agricultural products appeared to offer the best opportunities 
for investment, which is welcomed by the Government. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Haiti, the poorest country in the Western Hemisphere, continued in 
1973 the economic recovery which began in 1970, although at a lower 
level than the 7.2 percent aggregate growth rate achieved in 1972. 
Gross domestic product, in constant prices, was four percent higher 
in 1973 thanin 1972 (per capita income was an estimated 2.7 percent 
higher than the previous year). Growth was spotty and unbalanced, 
however, centering in a few sectors, and limited in scope to the 
Port-au-Prince area and to Cap Haitien, the second largest city. 

As in 1972, tourism, construction and manufacturing were the bright 
spots in the Haitian ecmomy, with estimated growth rates of 51.3 
percent, 30 percent and 15 percent, respectively. The same trends 
were noted in early 1974, although no statistics are available. 
Construction also continued to boom, and demand for residential 
buildings and plans for the light assembly industry placed a serious 
strain on the local cement factory, even though sizeable increases 
in capacity were undertaken. In addition, production of electricity, 
shoes, soft drinks, cigarettes and flour (from imported wheat) showed 
substantial increases, 


Weaknesses in the agricultural sector (which provides some 45 percent 
of Haiti's gross domestic product) limited economic growth, however. 


Production of basic export crops (coffee, sugar, sisal) was stagnant 
or decreased, as did production of important domestic food crops (rice, 
manioc, corn and sorghum). All in all, agricultural production 
declined by two percent in 1973 as poor weather conditions aggravated 
the basic production deficiencies. Prospects for 1974 seemed slightly 
better, at least with respect to production of food crops for domestic 
consumption. 


Inflation, which began to be a serious problem in late 1972, continued 
to cause difficulties in 1973 and 1974, although different groups were 
affected. The official cost of living index, which averaged 149.6 

in the second quarter of 1972 (1948 = 100), averaged 190.0 during 

the second quarter of 1973 (an increase of 27 percent), and 214.3 

the second quarter of 1974 (an additional increase of 12.8 percent). 
This index, however, is based on items purchased chiefly by lower 
income consumers and has little import content. The middle level 
consumer was hit much harder by imported price inflation beginning in 
the last quarter of 1973 and continuing through 1974. (No statistics 
are available but price increases for gasoline, flour, edible oils 
and most imported foodstuffs have been sizeable.) 


Trying to contain price increases, the Haitian Government re-established 
some price controls, cutting profit margins of retailers and reducing 
or eliminating some import and excise taxes. In addition, in January 
1974 the Government increased the minimum wage by 30 percent (from 

$1.00 to $1.30 per day) and eliminated a deduction from salaries paid 
to government employees. 





The value of Haitian exports increased sharply in FY 1973 (21 percent). 
The main increase, however, was in exports of light industrial products, 
most of them assembled from imported components. Traditional exports 
provided little of the gain, with the value of exports of bauxite, 
sugar and molasses actually declining. Coffee and sisal were the 

only traditional exports showing an increase, although it was chiefly 
the result of higher world prices rather than increased production. 
Imports also increased, although by a lesser amount than exports, 
totalling (on a CIF basis) $63.1 million, an increase of 8.2 percent 
over the previous fiscal year. To some extent these statistics are 
distorted by imports of components for assembly and re-export. 
Automobiles, pharmaceutical products, machinery and food products 
(particularly wheat and vegetable oils) were, as in the previous year, 
the most important items on the import side. Although there was a 
substantial inflow of private capital and remittances from Haitians 
living abroad, Haitian reserves dropped in FY 1973 by almost $3 million. 
In view of sharp increases in international prices of the products 
which Haiti must import in 1974, projected imports for planned govern- 
ment investments, and the probability that Haitian exports will increase 
only slightly, further declines in internatimal reserves are expected 
during the year. 


The money supply continued to increase in FY 1973 at a rate only 
slightly lower than in 1972 (27.3 percent compared to 27.8 percent). 


The banking sector continued to expand, with a new domestic bank 
(Banque de 1'Union Haitienne) and two foreign banks (First National 
Bank of Boston and Banque Nationale de Paris) opening their doors in 
late 1973 and early 1974. ‘Two more banks (one domestic and one foreign) 
are expected to open in late 1974. 


Haitian budgetary revenues in 1973 increased by 8.8 percent, but 
government expenditures increased by 12.3 percent, resulting in a 
government deficit of $1.4 million. 


The Trend - Prospects for 1974 and 1975 are for some aggregate economic 
Browth, but at no higher rates than in 1973 and perhaps slightly lower. 
High costs of imports and foreign exchange scarcities will limit the 
growth of the monetary economy, which is highly dependent upon imports. 
The agricultural sector-will not be severely restricted by scarcities 
and high prices of fertilizer and other agricultural inputs, since 

they are not normally used in the subsistence sector. However, there 
is little likelihood of substantial increases in production, because of 
deterioration in market roads and irrigation systems, structural 
inefficiencies, poor farming techniques, and a tax system which limits 
the return to the small farmer. The weather will be the deciding 
factor as to whether the agricultural sector will show a slight increase 
in 1974 and 1975, or whether production will decrease again. 





On the other hand, increased investment from both bilateral donors 
of economic assistance and intermational organizations should 
provide some push for the economy. By late 1974 or early 1975 
construction is expected to start on the northern road (IBRD- 
financed) , the southern road (IDB-financed), and the road to 
Jacmel (French bilateral assistance), as well as m™m a port expansion 
project. The Haitian Government is also planning to invest in 
infrastructure, particularly in the telecommmications field. It 
has been announced that construction of an earth satellite station 
should begin in the near future, while the proposed expansim of 
the Port-au-Prince telephone system should be finished by December 
1974, Longer-term prospects require increased investment in the 
agricultural sector and some international help is expected. For 
example, the U.S. has signed an agreement providing an AID loan 

of approximately $6 million to upgrade coffee production, and 
other donors are providing technical assistance. 


Rather extensive investments in infrastructure--hotels, roads, 
water supply=-will be required before larger inflows of tourists 
can be accommodated and development will take time. As a result 

of this factor, and of the increasing costs of internatimal travel, 
the rate of increase in tourist arrivals is likely to slow somewhat. 


Private investment, both foreign and domestic, is essential for 
the country's ecmomic growth and is expected to continue. There 
are still some substantial projects under consideratim, which may 
be approved in the next year. There is also continuing interest, 
especially on the part of U.S. businessmen, in the assembly 
industry, whose output has almost tripled since 1971. Foreign 
investment is officially welcomed and special tax benefits are ' 
offered for investment in new and in export industries. Haiti has 
also applied to join the Caribbean Common Market (CARICOM); if the 
application is accepted there my be further opportunities over 
the longer term. 
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IMPLICATIONS FOR THE UNITED STATES 


Trade - The possibility of foreign exchange shortages in late 1974 
and throughout 1975 limit severely the prospects for expanded sales 
by the U.S. in the Haitian market. Essential imports (edible oils, 
wheat, pharmaceuticals and some machinery), imports connected with 
investment projects, and import of products for assembly in Haiti 
are expected to dominate the import market in Haiti through 1975. 
The assembly components will come chiefly from the United States, 
and U.S. exporters should also be able to maintain their share of 
the essential imports. However, increasing the U.S. share in other 
sectors of the market will depend upon U.S. investment in Haiti as 
well as success by U.S. firms in obtaining bids on various projects 
to be financed by internatioal lending agencies. 


Investment Possibilities - The lack of plentiful natural resources 
and deficiencies in infrastructure limit the possibilities for 
private foreign investment. There has been considerable interest 
in hotel construction but difficulties in finding suitable locations 
and uncertainties about internatimal financing have delayed 
implementation on these projects. Opportunities will continue to 
exist in this field in Port-au-Prince, Cap Haitien and, as roads 
are improved during the next two years, in Jacmel and in the beach 
areas to the north and south of Port-au-Prince. 


Possibilities also exist for investment in processing vegetables, 
sugar and other food products. The Haitian Government is anxious 
to receive investments which will promote improved agricultural 
production. However, prospective investors will have to finance 
and assist peasant farmers in order to obtain needed commodities 
for processing. 


The area of most intense interest to prospective investors has been 
the transformation and assembly industries. Starting out with base- 
balls several years ago, this activity grew rapidly—first in the 
sewing of pre-cut textile apparel items, then expanding into the 
electronic field. Although growth in the textile sector is limited 
because of the existence of a bilateral cottm textile agreement 
between the U.S. and Haiti, the other sectors of the transformation 
industry offer considerable opportunities. 


The Haitian Government is generally in favor of private foreign 
investment, although large projects will be examined carefully in 
light of Haitian interests. Some U.S. investors had problems in 
Haiti, particularly in 1972; however, these seemed to be isolated 
cases involving specific investment projects and contracts with 
particular Haitian authorities. Insurance cm U.S. investments my 
be obtained from the U.S. Overseas Private Investment Corporation. 
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